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WorLD SuppLY AND DEMAND ForR Corn, 1974775

Introduction

This updates our 23 September report on alternative
estimates of world export supply and demand for grain (excluding
rice). It compares TIA estimates with those of USDA* and,
for wheat, with the International Wheat Council. The analysis
is aimed at determining the foreign import demand for‘US wheat <
and corn in *he 1975 marketing year (MY).** _

A forecast of the 1974/75 world grain supply/demand still |
vmust'be very tentative. Supply and export availability

estimates include forecasts of coarse grain not yet planted and

wheat harvests not completed in the Southern Hemisphere, and
final results yet to be published on coarse grain output in
the Northern Hemisphere. Demand analysis is hindered by limited
knowledye on the full impact of sharp price rises on utilization
of grain for feed both here and abroad. Also, there is an ]

incomplete understanding of how worldwide inflation is affecting

effective demand.

: nopendix A provides a discussion on the grain situation

25X1

in individual countries.

! * All references to USDA estimates in this report refer to
2 those contained in the Foreign Agriculture circular FG23-14,
7 November 1974 and supplemental information.

** The marketing ycar for wheat is 1 July-30 June and for. corn,
1 October-30 September.
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Principal Findings

The 1974/75 world'grain situation has tightened over
the past 2 mohths. Total grain production (excluding rice)
has dropped another 17.5 million tons, largely feed grains,
to 911 million tons.* Thus, a 6% declinc in output is now
forecast rather than the increcase projected in early summer.
Most of the recent deduction comes from short corn hafvests
in the US, Western Europe and the USSR. Wheat production shows
only minor changes, but the quality of the grain harvested in
Canada apd Westérn Europe is below a year ago.

Grain consumption will be down less than production
leading to a further drawdown in ending stocks. USDA estimates,
and we agree, that ending stocks will fall by 20 million tons.
Most of the reduction will occur in US and USSR holdings.
Similarly, the US will account for a larger share .of the
decline in consumpticn than the rest of the world; estimaéed
for the US at 16% for feedgrain and 4.5% for wheat.

CiA agrees with USDA‘'s forecast that the world import
demand for wheat is now 64 million tons (excluding intra

EC-9 trade). Uncertainties about India and Middle East

*Metric tons are used throughout this report.

25X1
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intentions could push demand higher. The International
Wheat Council places wheat import requirements 2 million
tons higher. We cstim&tc maximum export availability of
wheat at 64.4 million tons by drawing down Canadian and

US stocks. The tight supply/demand balance portends further
upward pressure on wheat prices in the coming wcéks.

CIA estimates total foreign demand for US wheat and flour
in FY 75 at last year's level of 31 million tons (1139 million
bushels), 2.4 million tons higher than USDA. This level of
export would reduce US'ending stocks to a new low of under
5 million tons (179 million bushels). Canadian shipping problems
and likely higher import demand by India could put additional
pressure on US wheat supplies By January.

The 1974/75 supply situation for corn is tighter than
for wheat. Additional cuts last month in US corn production
estimates -- the world's largest producer and exporter -- are
directly reflected in a 17% drop in total export availabilities
from MY 1974 to 36.6 million tons. This is a maximum level
and iﬁplies a drawdown in US stocks by 30 September 1975 to
only a 3 1/2 week supply. CIA agrees with USDA that foreign

demand for corn will be down but projects less of a reduction.

COidei 25X1
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Our import demand estimates closely approximate the export
availability of 36.7 million tons. Excess demand, however,
will occur if the EC does not hold total corn imports to no
more than 9.6 million tons or the Soviet Union makes additional
purchasecs.

CIA estimates that export demand for US corn in MY 75
will be 23.5 million tons (925 million bushels). This compares
with USDA's projection of 22.9 million tons (900 million bushels) .
CIA's higher level of export could be met only if domestic
consumption falls lower than now projected by USDA. A further
drawdown in stocks is not considered feasible.

Domestic use and import demand estimates are still
uncertain due to uncertainties about adjustments that are
being made in livestock feeding in both the US and abroad --
especially the EC -- because of (1) higher feed prices, (2)
impact of economic slowdown on consumer expenditures, and
(3) government actions that might be taken to protect national
livespock industriecs.

US export 'shipments of both wheat and corn have moved
at a slower rate so far this marketing year than a yYear ago.
Activity has picked up in the past month. For the 3 week

period ending 29 November, inspections of grain for export moved

-4 -
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at an annual rate for both wheat and corn that exceeded

USDA and CIA projections for MY 75 (see Charts). This

shipping information is only an indicator and does not in

itself imply a larger cxport demand than now projected.
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HENT WEELY EXPOST SHPLENTS (Amual Rate)

Thiee - week moving average of inspections for export, converted to annual rate.
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WHEAT: SuppLY/DEMAND SITUATION 197471975

World Production of Wheat, 1974/75

1. World wheat production, according to recent USDA
estimates, is expected to fall 15 million tons short of last
year's record output of 367 million tons. An International
Wheat Council (IWC) press release on 26 November also gave a
production forecast that ranged from 15-17 million tons below
1973/74. CIA considers both qf these estimates to be on the
high side -- partly based on more recent information =-- and
has reduced USDA's projectiog by about 5 million tons to 346
'million tons, 21 million tons or 6% below last year (Table 1).

2. Important differences in production forecasts for
major exporting countries are those for Canada, Argentina and
tﬁe USSR. We have estimated the impact of unfavorable weather
on wheat yields to _be mcre serious in thé USSR and Argentina
_than uspA. . . . For the USSR, the
CIA estimate is 5 million tons lower than USDA's 90 million tons.
In Arxgentina, drought damage has lower.d earlier wheat estimates
by .7 million tons, and the final estimate could be even lower.
On the other hand, frost damage t6 the Canadian wheat crop was less
than expected. The quality of the crop is the worst in years,

however, with nearly 30% of the crop -- usually 1% -- classificd
_7._'
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' Table 1

" World Wheat Produstion?/

(In Million Metric Tons)

Projection
Country or " 1974=75
Region $1973-74 €A uspad

Argentina 6.7 5.8 6.5
Australia 12.0 11.4 11.0
. Canada 16.5 14.2 13.4
; East Europe | 31.6 33.4 33.9
" fndia 24.9 22.1 22.5
West Europe ’ 50.7 55.3b/ 55,3
USSR 109.7 85.0 90.0
USA ' 46.6 48.5b/ 43.5
Other 68.3 70.62 70.6
TOTAL 367.0 346.3 351.6°

/ Production data include all harvestings occuring in the July-June
year shown.

b/ No iindependent estimates made, accepted those of USDA.

¢/ Estimates as of 31 October 1974, Wheat Situation, ERS/USDA,

November 1974.
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as feed quality. Reports from botﬁ East and West Eurxopc
indicate that wheat harvest results werc better than expectoed
2 months ago. Neverthcless, the protcin ccntent of wheat
throughout Europe iw lower than last year raising import
requirements for hard wheats.

Export Availabilities

3. The estimated availability of wheat for export
in FY 75 has increased by about 5 million tons since September.
This resulted from a larger than expected harvest in Western
Europe and by additional drawdowns in US and Canadian stocks.
There is agrecement between CIA, USDA, and the IWC estimates
that export supplies could exceed the 62 million tons traded
in F? 74. We forecast a maximum export availability of 64.4
million tons as compared with 65.6 million tons by USDA and
68.1 million tons by the IWC (see Table 2). The IWC projection
¢f 14.6 million tons for Canada. is unrealistic. Transportation
problems have already slowed wheat shipments behind a year ago
»0 that Canada will have difficulty moving as much as
10.5 to 11.0 million tons in FY 75.

4. Australia, Argentina, snd the EC all have exportable
surpluses larger than in FY 74. Both Argentine and Australian
shipments, however, will be limited to the amounts shown

on Table 2 by transport constraints rather than supply. This

CCiliiu ' 25X1
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Table 2

World Exports of Whecat and Flour

“Million Metric Tons

Availabilities TY 7§b/

' Country | FY 73 "FY 74 TIa . USDAY,  IwC—
Argentina 3.5 1.1 2.2 2.7 , 2.5
Australia 5.5 5.5 8.6 9.6 8.5
Canada 15.6 11.7 11.0 10.5 14.6S/
West Europe . 7.3 5.8 6.8 7.5 6.0
USSR 1.3 5.0 3.3 4.5 4.0
us 32.0 31.1 31.0Y  20.0% 31,0/
Other ' 2.7 1.6 1.5 1.5 1.5

TOTAL 67.9 61.8 64.4 65.6 68.1

a/ Estimates as of 1 November 1974.

b/ Estimates relcased 25 November 1974.

c/ High end of range uscd

d/ Based on reducing end-of-year carryover grain the current USDA
estimate of 7.3 million tons to 4.8 million tons. Tiis level

is considered the minimum without disrupting osderly marketing
of wheat.

e . 25X1
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could change for Argentina if drought damage to the Dececmber
wheat harvest proves as bad as some early'reports. The CIA
and IWC estimates of US export availability at 31 million tons
will require a drawdown in stocks to a historical low of

4.8 million tons (178 million bushels).

5. Three major sources of uncertainy that could reduce
the wheat export supply estimwutes —- other than thé transport
problem -- are (1) whether the Canadian Government or wheat
board authorize at least a 2 million ton diaw down in stocks

'fi'd " for export, (2) whether more wheat than now estimated will
be used to feed livestock iﬁ the EC, and (3) whether the

US domestic consumption of wheat is as low as the 713 million
bushels now projected by USDA.

World Import Demand for Wheat, FY 75

. CIA agrees with USDA forecasts that total world
import demand for wheat is about 64 million tons (excluding
intra EC-9 trade). This represents an increase from September

forecasts of 5 million tons for USDA and 3 million tons for CIZ.

Impoft demand estimates have been revised upward due to
revised sizeable actual expected'purchases of wheat in the
past month by the USSR, South Asia, and Africa. .
The needs of South Asian countries, especially India, are not

fully reflected in these estimates. IWC estimates imports

. 3 - 11 - : ILLEGIB
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for this region at about 2 million tons higher than CIA.
Should financial aid become available to thesce countries,
‘an additional import of 2 million tons would be realistic.
Our cstimates of demand arc bas&d on current aid programs
plus the ability of the country to purchasc iin commercial
markets.
7. Compared to a ycar ago, the largest increcase in import
demand is necarly 6 million tons for the Asian region. This

\
reflects the shortfall in grain output for India and Bangladesh, and”

affluencyv of the'Middle Fast region. Better harvests and/or
drawdown of stocks will reduce the import requirements of
Western Furope, the USSR, and South America.

8. Projections of FY 75 ;mport demand for wheat continue
to be uncertain due to foctors difficult to analyze. These

include:

°Unknown influence of high feed grain prices on usc of |
wheat for feeding livestock;

°whether India may divert more foreign exchange or
receive more financial aid for grain purchases than
now forecast; and

°Stockpiling policies of certain Middle East countries.

“12 - |
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Foreign Demand for US Wheat

9. CIA forccasts 'Y 75 export demand for US wheat
and flour at 31 million tons (1,139 million bushels), 2.4
million tons above USDA's forecast of 28.6 million tons
(1,050 million bushels)*. This compares with cxports of
31.1 million tons last ycar (sce Table 3). Our predicted
demand for US wheat exports has risen 3 million tons since
September. Major upward adjustments were made in sales to
the USSR, Inuia, and Iran, whichwmore than offset the 1.3
million tons cancelled by the PRC.

10. CIA cstimates by region and selected countries
are compared to those of USDA and to shipments plus outstanding
export contracts {SOES) as recported by grain brokers to USDA
in TaBle 3. Unlike the situation at this time a year ago when
the SOES exceeded the projected cexports for the entire year,
on 17 November 1974 it represented 883 of projected exports
for the year. Only for the Europcan arca does the SOES cxcced
USDA or CIA estimates. PBased on last yecar's experience, some

of these contracts =-- largely those between US brokers and

West European subsidaries == will not be fulfilled.

*Mid-point of USDA's projected range of 1,000-1,100 million
bushels.

CLM i 25X1
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EST ATED DEMAND FOR US WHEAT AND

FLOUR EXPORTS, FY 75%

| (In Tnousanp Metric Tons)

' Forocast FY 75, . soese/
Destination FY 74 CIA USDA= 17 November 1974
Westorn llemisnphero:
| Meoxico 704 850 850 762
Brazil R U 1] 980 1,100 323
Chlle 600 700 500 201
' Colombia 472 320 340 161
Peru 490 700 600 243
Venazucla 607 540 500 319
Central America 299 335 1,060 205
Others 1,145 630 667
Sub-total 5,877 5,055 7,350 2,881 \\
Europe:
' USSR 2,725 1,340 1,300 1,154
, Eastern Europe 851 800 700 625
European
X Community 2,477 2,665 2,500 3,910
: Other West
' Europe 693 535 300 106
Sub-total 6,746 5,34y 4,800 5,795
Asia:
Japan 3,067 3,200 3,100 2,157
India 1,620 4,000 2,800 2,914
Taiwan 849 590 500 236
People'’s Republic
of China 3,190 1,700 1,750 1,750
Korea, South 1,588 1,700 h 1,368
. Iraq 459 - 445 557
' .- Iran 584 1,900 1,695
. \ Isracl 449 300 269
i Philippines 385 480 7,600 324
i Bangladesh 730 700 (700) 319
X Indonesia 315 30 109
! Pakistan 544 550 (450) 314
South Vietnam 119 100 0
Turkey 3295 750 942
Other 834 985 437
Sub-total 15,062 17,430 15,750 13,391
Africa:
. Algeria 1,046 1,000 275
. Egypt 713 1,000 ' 296
‘ Morocco 599 - 400 487
Nigeria 368 270 . 165
! Sudan 656 170 59
! Oiheors 335 155
' Sub-total ’ 3,175 2,290 1,437
v
- 14 - .
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Forecast MY 75! SOESQ/
Deatination MY 74 cIX— — UsbAY 17 November 1974

Total Wheat 27,790 23,504

‘ : Flour and Products g/ a/ 800 a/

' Total Wheat and
Flour 31,067 31,000 28,590 23,504
: Unspecificd

' Destination ——— —— — 1,662

Total Wheat (known
and unspecificd
destination) — ——— - 25,166

Marketing year, 1 July 1974 through 30 June 197§
Statistical data shown were supplied by FAS/USDA on 25 November 1974.

Wheat Shipments inspected for export 1 July 1974 through 25 October

. 1974 pIlus Outstanding Export Sales as of 27 October for the balanca

. . : of FY,1975 _ 7
- Flour in grain equivalent included with individual country's wheat

! import projections in grain equivalent.
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11. The smaller amount of US whcat on export contracts
so far this yecar probably reflects less panic buying, delayed
purchases in hopes of lower prices, and commercial market
participants approaching the market in a more orderly fashion.
US sales can be expected to pick up substantially during the
next 2 months for the following recasons:

°Major importers such as Japan and India are not
covered;

°Some switching from Canadian to US wheat because of
quality problems, especially for Canadian durum;

°Deterioration of grain export prospects for Argentina;
and

°Transport or labor problems expected to constrain
Canadian nmovem-ant of wheat.

12. The major difference between USDA and CIA export
foreccasts are in Asia and to a lesser extent Western LEuropec.
The difference on africa is less than 100,000 tons if you
add the 800,000 tons of flour export to USDA's estimate.
Flour is included in the CIA country estimates but not USDA's.
The major difference in Asia is centered on India. We estimate
India's imports at 4 million tons -- a minimum -- or 1.2 million
tons more than shown by USDA. Known purchases plus announced
PL-480 commitments already total over 3.5 million tons. USDA

officials privatcly agree that the final figure may be raised

- 16 -
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to 4 million tons. Por Europe, wve cstimated that the EC
import demand will be up slightly from FY 74 to compensate
for a poorer quality wheat harvest and to reflect some shi’t
from Caradian to more US durum wheat.

13. The US can export 31 million tons of wheat this °
yYear by a drawdown in carryover stocks for the third
successive year. Given this level of export and accepting
USDA's Outlook Board projection of 19.4 million tons
(7.3 million bushels)* for domestic consumption, carryover
stocks on 30 June 1975 would %“e down to a historical low
of 4.9 million tons (179 million bushels). USDA's smaller

level of export would permit a small increase (19 million

buehels) in carryover stocks;4[7

25X1

14.. It should be pointed out, that total US inspections
of wheat for export in the 1 July-22 November period were
ruaning 4.6 million tons behind a year ago. These data imply
an annual rate of export of 28.3 million tons of wheat

(excluding flour) or approximately the same as USDA's curreont

"*Mid-point of USDA estimate.

- 17 -
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projection. During the past 3 wceké, however, inspections
for cxport have increcased and are running at an annual rate
of over 30 million tons. We belicve that wheat shipments
will continue to pick up in the Eoming months, with larger
movements to the USSR, Middle East and South Asian countrics.
An even larger bulge could occur in shipping aftqr 1 January

if the Canadian longshoremen go on strike as some predict.

CORN:  SuppLY/DemAND StTuATION 1974/75

15. The world supply/demand situation for feedgrains
in 1974/75 has tightened further in the last month. While
sluggish cconomic conditions have brought some relief on
the demand side through the deqlining demand for mecat, supply
conditions have further deteriorated in recent weeks. The
November production estimates for the US indicate an additional

decline of 17.5 million tons in feedgrain production frcu a

month earlier. Crop damage from dry weather in the USSR and

Eastern Europe has also taken place, resulting in decreases

of 2 and 4%, respectively, in feedgrain production -- largely

corn -- from last yecar. A good Southern Hemisphere corn crop

earlier this year has helped ease the supply situation but
transport problems in Argentina and South Africa still cloud 1

the export picture. .

- 18 - :
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Worid Production of Corn, 1974/75

16. World production of feecdgrains in 1974/75 is now
projected to be down by over 6 percent -- to 564 million
metric tons in 1974/75 comparced to 603 million tons in 1973/74.
Had world production lived up to March expectations, there
would have becen a 15 million ton increase in world feedgrain
Production rather than a 39 million ton deccrecase. Amost 34

million tons of the decrcase from last year is in the US alonc.

\
World productiosn of corn has declined similarly, with production K
of the major exporters dovm by 12% to 141 million tons in 1974/75.
‘Although production in A;gentina, South Africa, and Thailand
1s estimated t; be up by nearly 7 million tons, it was not
enough to offset a 26 million ton shortfall in the US corn crop.
Production in the EC is esuimated at 14.6 million tons, a 9%
drop from 1973. USSR output also declined by about 2 million
tons or .15% below last year.
Table 4
Estimated Corn Production of Major Exporters
(million metric tons)
Exporter ' 1973/74 1974/75
us 143.3 117.4
Argentina ‘ 9.9. 10.0
South Africa 4.2 11.0
Thailand 2.4 2.3 j
TOTAL 159.8 140.7

ILLEGIB

* Approved For Release 2008/11/07 : CIA-RDP85T00875R001900030195-0



Approved For Release 2008/11/07 CIA RDP85T00875R0019000301950 T

o A ‘A‘:
COLENIHT .

Export Availabili:ics

17. Corn export availability will be sharply limited
in MY 19755/by the production shortfall because stocks are at
the lowest level in 20 years. The total export availability
of the four major exporters is down by 4.5 million tons (scec
Table 5). While corn exports of non-US supplies should be up
by almost 3 million tons barring further transport difficultics,
those of the US will be down by nearly 8 million tons. Anothcr
1.6 million tons should be available for export from the EC
Brazil, and Indoensia-- 230,000 tons more than last year--

raising maximum total export availability to 36.6 million tons.

Table 5
Corn Exports of Major Exporters

(million metric tons)

Exporter MY 74 Forecrst MY 75
Us 31.5 23.5%*
Argcnt;na 5.2 5.7
South Africa 1.2 3.9
Thailand _2.0 1.9
Total 39.9 35.0

*This represents an export availability assuming USDA's lowest
estimate of domestic use and ending stocks; the ending stocks
figures of 465 million bushels is 3.5 weeks domestic supply and
represents the lowest level to which stocks could be drawn without
seriously disrupting the domestic market.

a/  The Markcting year (MY) for corn is 1 Octecber-30 September,
unless otherwise notod.

=20 = ~ ILLEGIB
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World Import Demand for Corn

18. Worldwide impor* demand Ffor corn in MY 75 is

estimated at 36.7 million metric Lons -- a 17% drop from
.~.f last year. The lower import demand is due mostly to depinssed
livestock markets and high grain prices. Livestock producaers
in Europe -- largely the EC -- are cxpected to feed about 2%
less grain .u livestock because of the unfavorable ratio of
feedgrain nrices to livestock prices. A good wheat crop
will permit the EC to feed over 2 million tons more of soft \,
wheat than last year and to cut corn imports by 1.8 million tons.
The USSR, contrary to earlier expectations, has entered the‘
corn’markct for over 2.2 million tons so far this year. On
the other hand, the »RC is cxpected to cut corn imports --
used for human consumption -- Sy more than 1 million tons duc
to a good grain crop this year.

19. Importing countries are not actively pursuing policies

designed to decrease feedgrain usage, so the decrease in overall

import demand is due solely to market forces. The USSR is

é, adhering to its goal of producing more meat to upgrade Sovict
diets. Japan is supporting domestic livestock prices via meat
import restrictions, thus shoring up the demand for imported
feedgrains. The EC is protecting ité domestic livestock
industry by both limiting meat imports and supporting domestic

0 3 . / k3
livestock prices. The largest decrease in corn or feedgrain

- 21 - ILLEGIB
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usage ‘sceni to be occuring in the US -- currently forecast

by USDA at i7% -- where the relatively unprotected livestock
industry is badly -lepressed with no immediate relief in

sight. 1In Eufope and Japan, the total grain fed to livestock
and in turn import requirements could still fall below current
forecasts if grain prices strengthen and those for livestock
products weaken further.

Foreign Demand for US Corn

20. CIA estimates foreign demand for US corn in MY 75
at 23.5 million tons -- 600,000 tons above USDA's November
estimat? of 22.9 million tons.* Shipments plus ~tstanding
export sales (SOES) and 17 November already totaled 31.9
mllllon tons, more than the US exported in MY 74. a comparisoun
of CIA and USDA estimates are shown in Table 6. Major
differences in estimates are centered iﬁ Europe and Asia.

2l. CIA estimates the EC total import needs from third
countries at 9.6 million tons of corn -~ a drop of almost

16% from the 11.4 million tons imported last year. We estimate

that the EC will receive 1.6 million tons or corn from Argentina

and 1.0 million tons from South Africa, leaving 7.0 million
tons of corn to be obtained from the US or 293 less than the
9.9 million tons last year. USDA also estimates EC imports of
US corn at 7.0 million tons. However, both of these estimates

*This is the mid- -point of USDA'P as tlmafc range of 22.3-23.5
million tons.
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DEMAND FOR U.S. CORM EXPORTS,
MARKETING YEARS 2/ 1974 anp 1975
(In Thousand Metric Tons)
Forecast MY 75 s0esS/
Destination MY 74 CIA USDAR/ 17_Novembeor 1974 i
i
Western Hemispheoro: ) . -
Mexico 1,194 650 —— . 387
Canada 813 600 —— 647
Other 795 825 —— 466
Sub-total 2,802 2,075 1,900 1,500 ;
Europe. l I
USSR 3,016 1,100 . 1,100 1,092
Easterr. Europe 908 2,400 2,150 2,216
East Germany 152 (1,000) —— (709)
Poland 483 (1,000) — (1003)
Other 273 (400) —— (504)
European Community 3,854 7,000 7,000 14,102
, Other West Europe 3,986 3,225 2,100 2,131
: Greece — (250) (100) (346)
' Spain m—— (1,800) (1,800) (1,246°
: Other == (1,175 (200) (53. "
‘ Sub-total 17,761 13,725 12,350 13,54
!
Asia:
i Japan 6,382 6,100 7,000 6,762
| Taiwan 305 200 0 23
People's Republic of
China 1,465 50 0 0
~* South Korea 38l 490 1,100 559
Other 463 535 373
Sub~-total 5,996 7,375 8,100 7,717
Africa: 734 335 130 153
Total corn 31,178 23,510 22,480 28,511
Products 406 dj 381 —
Total corn and
products 31,584 23,510 22,861 28,911
Unspecified /
destination 882 -— -— 3,034%
Total -——— — —-— 31,945
3, ~ I October through 30 September of year shown.
b/ Provided by FAS, USDA: numbers are approximate.
&/ Corn shipments inspected for export 1 October 1974 through 1974 plus
outstanding export sales as of 17 November 1974 for the balance of the
1975 marketing year. Data compiled from USDA, SRS, Grain Market Nows
and from USDA, FAS, Exports. -
d/ Products included with individual countries' corn import estimates.
e/ Includes 90,000 tons of unsold corn shipped abroad on broker's ac rounts.
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are bascd in part on the EC Commission's import estimates

and informal commitments to attempt to hold US corn imports

from the US to this lgvcl.* The EC as of 17 November had
already contracted for 14.1 million tons of US corn in MY 74 ‘
according to US exporters. Iliowever, past experience indicates
that (1) all of *this will not necessarily be delivered
(contracts can be cancelled), (2) corn from other countries
may be used to fulfill the contracts, (2) part of the grain
will be transhipped to other European countries.
22. Total corn import demand for "other West Europe"
is estimated at 5.1 million tons with the US share at 3.2
million Lons cém;ared to the USDA estimate of 2.1 million tons.
Since USDA has not provided a complete country breakdown for
the region we are unable to pinpoint the discrepancy. Total
requirements for Eastern Europe are estimates at 2.8 million
tons with 2.4 million tons from the US. USDA places US corn
exports to Eastern Europe at 2.2 million tons. While the- SOES

for Eastern Europe and other West Europe combined are lower than

our e;timates, we believe that transhipments from the EC to both
regions will make up the discrepancy. |

23. The difference between CIA and USDA estimates for Asia ;
j’* center on Japan with our estimates being about 900,000 tons

lower. With Japan's total corn import requirements estimated

ILLEGIB
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at 8.2 million tons and with arrarged imports of 1.0

million tons from Thailand and 1.1 million from South Africa,
we agrec with'the US Agricultural Attache that Japan will
need only 6.1 million tons fromthe US. SOES to Japan cho
about 6.7 million on 17 Nuvember but we except Japan to
cancel some contracts as they did last year.

24. The estimates of both world import demand and US
export demand are indicators of market pressures rather than
estimates of final exports. Using our estimate of US corn
export demand and USDA's latest estimates of domestic
production and usage, US stocks as of 30 September 75 would
be drawn down to 5.9 million tons, equivalent to about 3 wecks
donestic use. Since ending stocks on the order of 6.7 million
tons is the minimum required to ensure orderly marketing, US
corn exports of 23.5 million tons are not feasible unless domestic
use falls below USDA's estimate. Consequently, some additional
upward price pressure is indicated unless there are decrecases
in demand which are not apparent now.

25. Corn moving out of the country began slowly this
marketing year, but has picked up in the last few weeks.

US corn exports in the 1 October-29 November period werc

1.1 million tons less than in the same period last year. Whila

ILLEGIB
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this implics an annual rate of export only 22.0 million

tons, slightly less than USDA's cestimate, the last 3 weeks
rate of cxport impl.i.cr; an annual rate of 28.5 million

tons. This rate cxceeds both USDA and CIA export projections

for MY 197s5.
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MAJOR_EXPORTERS
Argentina
Prolonged drought and hot winds have seriously damaged
Argentina's wheat crop and will probably cut the 1974/75
harvest now in progress to 4.8-5.4 million tons; some
20% below last ycar's production. While higher support

prices have been announced for corn and sorghum, they are

inadequate in view of higher costs and inflationary expectations.

Consequently, fecdgrain production may drop by as much as 5%.
Despite an overall net reduction in production of major
. grains large carryover stocks should provide maximum export
availabilities of 2.5 million tons of wheat and jg,5 willion
tons of feedgrains in US MY 75. Historically, however, actual
‘grain shipments have fallen bélow estimated availabilities
because of inadequate transport and sterage facilities, and
1974/75 will be no exception. Lags in deliveries have been
reduced somewhat this year, but shipments are still running
“behind schedule and major bottlenecks
can be expected by mid-1975 as corn and sorghum harvests
strain handling capacity. Therefore, actual exports of
grain will probably be no morc than 10.3 miiiion tons or

90% of maximum hardling capacity.

-1 -
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Projccth
Production Exportsl/ Exportn;/
1973/74 1974/75 MY 74 MY 75
—————————————————— million tons —————=—m—ee-
Wheat 6.5 4.8-5.1 1.1 1.9-2.5
Corn 9.9 10.0 5.7 5.7
Sorghum 5.92/ 4.2/ 2.8 2.7

1/ 1 July-30 Junec for wheat; 1 Oct-30 Scpt. for corn and
sorghum.

2/ Losses from handling in 1974 were 1.2 million tons and
in 1975 are estimated at only 0.3 million tons. ‘

This year about one-third of the Argentine wheat exports
will go to Europe, the USSR aqd Italy being the only purchasers;
Asia and Africa will each get about one-fourth and the remainder
will go to South American countries. The USSR and a few
other European countries are taking about 40% of the Argentine
corn exports; Agia,\ primarily the PRC, about onec-fourth, and

Latin American countries, including Cuba, the remainder.

COMIINERTIAL 25X1 i
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Australia's last December-January (L973/74) wheat harvest
totaled about 12 million tons, third largest on record, resulting
mainly from a morc than 20 percent increase in acreage.

Taking into account carryover stocks and a projeccted

output of 11 4 million tons from tho upcoming 1974/75 harvest,
the Australians have 8.5-8.7 million tons available for export
during FY 75, abou! 2 1/2 million tons more than during FY 74,
A large share of this amount has already been sold.

The area sown to barley, Australia's second largest grain
export, declined last yecar because of the expansion in wheat
acreage. Still, a good crop was harvested and production in 1974
was up nearly 40% over 1973. The outlook is for a harvest of
some 3.2 million tons next spring, which should leave 1.9 million
tons of barley available for export during Iy 75, compared with

an estimated 1.2 million tons exported during FY 74.

) Expor :
Production Exports Availability
1973/74 1974/75 FY 74 FY 75
e e DL T S million tons==--—=--TCCToTITIIIT )
Wheat 12,0 11,4 6 8.5 - 8.7
Barley 2.4 3.2 1.2 , 1.9
Canada

Wheat: [Estimates for Canada's 1974 wheat harvest have
ranged from 13.4 million tons to 14.3 million tons -- down

from last year's level of 16.5 million tons. Early official

ILLEGIB
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Canndian cstimates placed the harvest at 14,3 million tons

buf did not take into account killing froscs in late September.

The USDA recently adjusted itsestimate of the Canadian harvest dovm to 13.3
million tons and expects it to go lower. Recent comments from

the caradian Wheat Board, howecver, indicate that the final figura
might be closer to the original 14.3 million ton estimate

because of recent good weather. The extent of the damage will

be more fully known when the Canadian government relcascs its

latest official estimates on 22 November.

Export
Production Exports Availability
1973/74 1974/75 FY 74 FY 75
Whoat " 16.5 14.2 11.5 10.5
Barley 10.2 8.8 2.7 2.7

Equally significant as ‘the output shortfall is that
the early frost adversely affected the quality of this yecar's
harvest. Trade sources estimate that no more than 36% will
grade No. 1 & 2 CWRS milling wheat as compared with 60%-70%
in a normal year. Another 34% is expected to grade No.3
CWRS milling. Utility wheat -- suitable only for feeding
livestock ~-- is expected to account for about 303 compared to
tha usual 1% of the crop.

Despite a smaller output, cxpofts could still reach about
10.5 to 11.0 million metric tons (assuming 14.2 million ton harvest) if

the canadians draw down stocks by 2.3 million tons to 8.u millicn

ILLEGIB
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by 31 July 1975.

25X1

The 1 August 107

stocks at 10.3 million tons were equivalent co a two year
domestic supply. Canada has not sold any major quantities of
wheat since early July and officially suspended export sales in
October pending new crop estimates. To date, aﬁout 7.7 million
tons have been contracted for export.

The level of wheat expcts may be lower than 10.5 million tons deperding <.
final discussions about size of stock carryovers, quality of
harvest, and pricing policies of the Canadian Wheat Board.

In Y 74, the Canadian Wheat Board raised its prices well asove
those of the US market in anticipition of shortages in the
4 \\\\ United States. If a similar policy is followed again this year,
export volume would tend to be depressed, especially for sales
to LDCs élready hard pressed by high 0il import costs. Also
if féedgrain prices escalate, Canada may use its limited transpors
capacity to export more feedgrains instecad of wheat.

Feédgraigg: Canada, a net importer of corn, probably will
import 700,000 tors from the US in FY 75 compared to 785,000

tons in FY 74. Thelargc amount of poor quality wheat harvested

ILLEGIB
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will make more availoole for livestock feeding this year.

The barl.y harvest this fall is expected to reach only 8.8
million tons, about 14% below the 1973 crop. Increased stocks,
however, will prqabaly make about 2.7 million .tons available
for export in.FY 75, the same as in FY 74.

South Africa

South Africa is the world's third largest exporter
of corn. Most of South African corn exports during the US
1974/75 corn warketing yecar will come from the record 11 million
ton crop harvested in Mpril - June 1974. Carryover stocks
from the 1973 harvest were at a record low. Assuming an average
AharVest in 1975, the government of South Africa will make
surpluses available from the 1974 crop for export in MY 75
up to the transport capacity of about 4 million tons. This
represents a dramatic increasc over the 1.2 million tons exported
in the previous US inarketing year. Based on trends previous to
last year's poor harvest, .an can be expected to purchase
about 1.1 million tons and the UK about 1 million tons.
Taiwan has contracted for about 450,000 tons. Most of the

remainder may go to other Asian countries and Venezuela.

ILLEGIB
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Western Burope

Europcan grain production in 1974 has sot a record of
139 million tons -- 4% higher than last year -- according
to preliminary estimates. fThe high output results from an
expanded grain arca of nearly 1 million hectares; yields arc
approximately the same as last year's level. Most of the
increased area was sown to wheat, thus contributing to
a boost in wheat output of 4.6 million tons or about 9%.
Production of coarsec grains may be up slightly to 83.7 million
tons but has been hurt by dry weather. Major geins in grain
production will be registered by Spain, France, Italy, and
Sweden. °

Wheat: Only about one million tons of wheat is expected
to be available for export by ﬁcstcrn Europe from other than
the European Community (EC). Given the record harvest of
wheat and large carryover stocks in the EC, an estimated
14-15 million tons should be available for export or for
livestock feed. Because of the poor US corn crop with
resultant high prices on the world market.and US official
pressure on tﬂe EC to reduce feedgrain imports, the US will
probably feed 2 to 3 million tons more wheat to livestock than
last year. The EC is faising wheat export levies which should

help keep internal wheat. prices below corn prices, stimulating

ILLEGIB
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1
the use of wheat for livestock feed. Even though more
wheat will be going to llvestock than last year, the
record harvest and large stocks will ~nable the EC to raisc
exports of soft wheat to 5.8 million tons from last year's
5.4 million tons. Most of this wheat (including flour) will
go to India, regular customers in Africa, and to fulfill food
aid commitments. Considerable uncertainty surrounds the total
export level at this tinme.

The main wheat importing area in Western Europe is also
the EC, which we cstimate will import about 4 million tons
(excluding intra-EC 9 trade) in FY 75, about the same as in
FY 74. Hard wheat as well as d.rum is used for mixing with
the domestic soft wheats by the milling industry. The ultinmate
level and type of imports will depend not cnly on the size of
the harvest but also on milling qﬁality and protein content
of the wheat. There are reports that the demand for high
quality protein wheat by EC millers is greater than a year ago.
The lower supply of high grade Canadian wheat will strengthen
demand for US No.2 Hard Red Winter wheat.

Feedgrains: Western Europe is a large net importer of
feedgrain, especially corn. In FY 74, thc region's net fecdgrain

imports were 21.4 million tons. The US sold over 15 million tons

corins ! . 25X 1
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of these feedgrains == mostly corn -- to the regior.
including 11.5 million to the EC.
According to a 1 November forecast of the USDA,
Western Europe's FY 75 net imports of feedgrains are to
drop 5.4 million tons to 16 million tons. This reduction
is based on a drop of 1-2% in the total grain fed livestock
coupled with the expanded feeding of dorestic wheaﬁ. In turn,
EC corn imports in MY 75 from the US are estimated at 7.0
m.llion tons -- about 2.8 million tons less than last year =—-
out of a total import requirement of 9.6 million tons. The
remaining corn import needs will be met by Argentina and
South Africa. 4
Considerable uncertainty remains in the estimate that
the EC will significantly reduce US corn imports to 7.0
million tons. Export contracts for corn as reported by US
brokers on sales to Western Euorpe are running at about 14
million tons. Undoubtedly these data are inflated as a hedge
against possible imposition of US export controls and includes
some corn for shipment to Eastern Europe in other West
European countrics, bnt there is no way of knowing how much.:
Even if the EC does reduce corn purchases from the US, the
corresponding decrease in EC wheat exports will shift pressurc

from the US corn market to the wheat market.
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WESTERN HEMISPIERE

Brazil

Wheat: A 45% increase in wheat production to about 2.8
million tons is expected from the December harvest. This
combined with some reduction in stocks will decrease the
need for imports from 2.8 million in FY 74 to 1.5 million
tons in FY 75. FY 75 wheat imporecs from the US are estimatec
at hearly 1 ﬁillion tons, compared with 1.6 million.in FY 74.

Corn: The corn crop during MY 75 is expected to exceed
moderately the 15 million tons produced last year. Brazil's
esports probably will continue to recover from their suspension
in 1973 and could reach 1.0 million tons in My 75 although
700,000 lons ié a more likely export volume. MY 74 exports were
600,000 tons.

Chile

Wheat: Wheat imports in Fy 75 are forecast at 950,000
tons, below last year's level of about 1.1 million tomns.
Earlier forecasts for a substantial rise in wheat output
and a big decline in imports have been revised because heavy
rains and flooding delayed Plantings and destroyed about
10% of the.winter wheat crop. Chilean wheat consumption
is stagnating, in part, because of an April 1974 decree
limiting wheat use to human consumption. It is estimated

that 700,000 tons of the FY 75 wheat imports will come from
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the Us, 115,000 tons more than during 'Y 74. About

200,000 tons of US wheat have been contracted for delivery
in FY 75 of which about 100,000 tcons have been shipped.

The US is sdpplying 100,000 tons of whecat under a PL-480
credit and is expected to supply an additional PL-480 credit
for 100,000 tons during FY 75.

Corn: Corn imports this year are expcected to declinc
slightly £o 250,000 tons -- about 25,000 tons below last
year. An cxcellent crop this year and foreccasts for higher
output next year will enable Chile to reduce imports while
increasing total consumption. The increasc will be used
mainly for animal feed. US corn will probably account for
150,000 tons of this year's imports compared with 126,000
tons last ycar.

Colombia

Assuming favorable weatl.r conditions, production of
most grains will increcasc substantially this crop ycar,
reflecting success of government efforts to stimulate
agriculture w;th credit, technical assistance, and price
supports. Output of wheat is cxpected to increase by 809
to about 100,000 tons and corn by 30% to 760,000 tons.
Elmination of the wheat import subsidy in nid-September,
higher wheat prices, and a government program to encourage

the nse of wheat substitutes in baking will discourage imports

2
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in FY 75. The combined effecct of these measures will
probably be to hold wheat imports at around 360,000 tons
compared to 470,000 tons last year. About 90% of the wheat
imports will come from the US.

Mexico

Wheat: Wheat production in FY 75 is estimated at 2.2
million metric tons, up 10% from FY 74. However, consumpﬁjon
is also incrcasing at a ratec of about 10% per year and is
,A.éik expected to result in imports of roughly 850,000 tons, all
":E{T from the US. Purchases of US wheatfor FY 75 already total over
Zf0,000 tons. Mexico took 706,000 tons of US wheat in FY 74.

Corn: Widespread crop damage has tripled the earlicr

estimate of corn import needs.in MY 75 to 1.3 million tons,

mostly fram the US and Argentina. Corn production is now estimated !

at 8.1 million tons, 15% below initial forecasts. Early

frost reduced the crop by an estimated 700,000 tons, and

scattered damage has been reported from drought and hurricane

|
Fifi. i
4l
Peru i
—— |

Wheat: Peru's FY 75 wheat production is estimated at %

about 160,000 tons, 7% over last year. The government expeccted

to reduce imports this year by about 8% to 720,000 tons through

E
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higher domestic prices and government import restrictions.

A more realistic estimate by the USDA attache

puts import nceds at about 965,000 tons if shortages are

to be avoided. fhc higher ecstimate means that Peru will
probably nccd about 700;000 tons from the US. About 374,000
tons have been scheduled for delivery from the US during the
1.3t half of this calendar ycar. Total imports could reach
ncarly 1.2 million, however, if Peru's request for 200,000
tcns on ccc credit is approved.

» Corn: Corn production will decrease slightly, about
3%, 'this year due to shifts from corn to cottorn production
and short fertilizer supplies. Corn import needs could excced
300,000 tons, 75% of which will be purchased from the US.
About 220,000 tons of US corn ant to Peru last year. .

Venezucla
Wheat: Little wheat is grown in Venczuecla and because

slocks are low wheat imports in FY 75 should be around 600,000

tons compared to 580,000 tons in FY 74. Impoxrts of US wheat are

estimated at 540,000 tons in FY 75,of which over 300,000 tons
are alreadv ourchased.

Corn: wWhile 1974 corn production is expected to be up by
25%, an incrcase in corn imports is expected in FY 75 -- tn at

least 300,000 tons from 275,000 tons in FY 74 -- because of

- 13 -
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strong dcmand and government policy to increase poultry, pork, ,
and dairy production. Mout of Venczuela's imports are '
]
i
expected to be South African and Argentince corn. f
|
i
|
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Bangladces

We estimate I'Y 75 foodgrain production at about 12 million
tons, the same as last ycar. Although summer floods slightly
damaged the last summer rice crop which normally accounts for
25% of production, the flooding should improve the major rice
harvest starting in November which normally provides 602 of
annual production.

We estimate foodgrain imports in FY 75 at 2 million tong —-
including 1.7 million tons of wheat and 300,000 tons of rico.
(Imports in FY 74 totaled 1.7 million tons made up of 1.6 million
tons of wheat and 100,000 tons of rice.) Imports of 2.0 million
tons -- if achieved —-- will maintain governmont rationing in
urban arcas for the remainder of FY 75 and allow for a slight
increase in government relief. Insufficient imports during
September and early October resulted in more hunger than usual
prior to the major fall harvest. Bangladesh
will remain vulnerable to such disruptions in imports.

Imports already arranged for FY 75 total about 1.4
million tons, ihcluding 250,000 tons of PL-480 wheat
and ricc shipments. Acquisition of the remaining 600,000 tons
is largely contingcnt on reccipt of additional foreign assistanco.

Bangladesh will remain dependent on aid-financed grain imports

ILLEGIB
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in tho foresccable future.

Burma

Wheat: Scvere floods during August this year probably
destroyed about 500,000 tons of rice, or about 10% of Burma's
annual ouﬁput. This loss further croded the country's
precarious foreign exchange position and bas accentuated
the already tight domestic food situation. The rice destroycd
was roughly equal to past annual exports and represcnts a
prospective loss of at least $150 million. Food shortages
earlier this year led to civil rioting in June, prompting
a halt in rice exports and government promises to alleviate
shortages of foéd and other consumer goods through imports.

Burma would like to import 40,000 tons of wheat in FY 75.
The Burmese delcgation attending the IMF/IDRD Governor's
meeting in Washington in late September sounded out US officials
on aid, citing the recent flood losses as justification, but got
no commitments. If aid is not forthcoming from other sources,
Burma will probably import only about 15,000 - 20,000 tons
of wheat in FY 75, mostly from Australia.

Corn: DBurma imports no corn, but produces about 140,000

tons of corn for domestic consumption.

Cambodia

Wheat: Cambodia produces no wheat domestically, and

corn production is a small fraction of pre-war levels. Wheat

= 16 -. ILLEGIB
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imports come cxclusively from the GS and are expected to
be 35,000 tons for FY 75.

Corn: Corn, once an important export, now is imported
primarily for animal fecd. Domcétic corn output is very
sensitive to the ever-changing security situation. The
Cambodians have rcquested 5,000 tons of corn in FY 75
from the US, and most oflthis amount will probably be delivered
between now and the end uf Septcmber 1975.

India faces scrious foodgrain shortages which will persist
at least until the 1975 fall harvest. Below normal monsoon
rains damaged this year's fall crop which is estimated at
58-6C million tons, dcpendinyg on conditions
throughlthe harvest. The 1973 fall harvest totaled 67 million
tons. The current situation is analogous to 1972 when
wide-spread food shortages were last experienced. While this
fall's harvest should be larger than the drought-reduced fall
harvest.of 57 million tons in 1972, India is not better off than
2 yéérs ago because:

°government grain stocks on 1 July 1974 were only 4

million tons compared to 9 million tons on 1 July 1972;
and

°tndia has 25 million more people than in 1972.

A poor harvest will incrcase pressure on the government's

grain distribution system, which provides subsidized grain salces

ILLEGIB
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in urban and other sclcct dcficit‘areas. In FY 74 11 million
tons were distributed by the government, compared with 11.7 million
tons in PY 73. A minimum of 12 million tons will be needed in
FY 75. Judicious_distribution of this grain by the government
should rcduce the incidence of urban food riots but will do
little to alleviate widespread hunger in rural arcas.

Imports and government procurement of domestic grains
make up government supplies. To distribute 12 million tons of
grain, the government will need 6-~7 million tons of imports in “

FY 75. We believe India will not push grain imports much abhove

7 million tons without more grain provided as aid. The remaining;

graih for goverr :nt distribution will come from stocks -- 4 millicr
tons on 1 July -- and government procurement which we estimate
at 2 million tons from the fall harvest. Procurement from the
spring harvest will be too late to provide much for distributicn
in FY 75.

To date India has arranged 6.0 million tons of grain
imports, as follows:

"® 3.1 million tons of commercial US purchases, and
300,000 under PL-480;

°l1 million tons of EC wheat including 300,000 as aid;

°430,000 tons of sorghum and 250,000 tons of wheat
purchased from Argentina;

°500,000 tons of Canadian wheat, including 140,000 tons
as food aid;

- 18 -~
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©340,000 tons of Austvalian wheat includingy 40,000 as
grant aid; and

©100,000 tons of Sovict wheat duc from last year's grain
loan. :

,? : ' Indonesia
Wheat: Since no wheat is produced in Indonesia,
consumption nceds are met by import which will be about
L 730,000 tons in FY 75. The government
| has requesﬁed 100,000 tons of PL~480 wheat that will probably
“if_. not be granted. About 140,000 tonslhave been scheduled through
'%}iix grant arrangements with Australia and Westcrn European counrtrics.
? The remainder will be purchased commercially mainly from
WQ, Australia, with small amounts from Canada and the US.
v; Corn: Corn production in Indonesia is sufficient to
mect domestic needs, and no imports are planned for the
E‘\\\\ period. Exports destined primarily for other Southeast Asian
countriecs should reach 250,000 tons.
Iran
Wheat: Iran is buying nearly 1l million tons of wheat
more than previously estimated. Lack of rainfall in April,
May and Junc sefiously affected dry-land wheat and a large
portion of so-called irrigated wheat. FY 75 production has
been revised down to 3.7 million tons, compared with 3.95

million tons harvested last year, and the consumption estimatc
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